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CABINET

PALESTINE

FINA.NCIALSITUATION: COST OF TERRORIST
DAMAGE JQD OTIRILLEGAL L1.CTIVITIFS.

Memorandumi by the Secretar ofState for
the Colonies,

1. The Palestine Government have for some time been
increasingly pre-occupied with financial problems resulting
from the two main forms of Jewish illegal activity - terrorism
and illegal immigration. They have evinced much concern,
which I share, at the mounting damage to public and -private
property and at the heavy financial burdens imposed by their
efforts to counter illegal immigration and check the activities
of the terrorists. So far as propertyy is concerned, no public
provision exists for compensation and the Palestine Government
do not, of course, admit any responsibility for losses. But
public expdict&ure both by the Palestine Government and by
His Majesty's Government continues to rise and the High
Commissioner is much exercised as to th rin ht method of
meeting these additional charges.

2. The Palestine Financial Posiition.

The surplus funds
rapidly wiped out. The
Palestine of terrorist
well over 25,000,000, w
including the evacuation
loss resulting from the
depiartrmental services i
exoonditure of the Pales
is now more than £8,000,

of tha Pales ti.ne Government are
direct cost t

acti cities ove
rhile the cost
n of non-esoen
reduced effec

s probably eve
tine Governenlc. n

000 in

o oub
r the c
of se
tial
tiven
n in
t on

li c
las

curi
civi
LL L) )i

her.
secu

a buCget totall

fund
t twiv
ty m
lian
of t

Th
r it l

*i ng
This does not include a liability for the cost of
camps for illegal immigrants and the hire of shipe
connection, evacuation expenses, pensions and grant
dependants of officials killed in terrorist outrage
measures such as the requisitioning of eropert y.
these claims alone amounted to £2,650,000. During
deficit of £1,000,000 in the Palestine budget is e
apart from the considerable cost of measures (dois:rc
illegal immigration, of Government losses .2ro.m terc
and other security commitments. It is impossible
probable expenditure on these counts, but it may w
considerable. Furthermore, if the r e -impbositi.on o:

vig orousmeasures taken a few months ago becories ni
effect on general, revenues would be s erious.

being
s in
o years is
easures,
is and the
he
e annual

me asures
£25,0009000.
the Cyprus
ing in that
uities to
es and security

In 1946/47
1047/48 a

expected, quite
ted. against t
orist action
to estimate the
all be
f' the
ece sarry, the

-1-

/

/4)
'

, ., ,/r,r' .
;

.
,,

4-

y

1...r' ... s

qp

r
,

;? , .,,,



7

3. During the last two years military :xpenditure from
Imperial funds in Palestine has amvounted to £82,000,000.
The Defence Committee (D. o. (47) Seventh Meeting) expressed the
view that in present circuit nces funds could not be found
from United Kingdotm sources to contribute towards expenditure
by the Palestine Government on the Cprus camps and other
security measures, and ured that Palestine should consider
ways and means of raising additional , venue to cover these
expenses. In framing their general budget, the Government
of Palestine have been constrained to eliminate all expenditure
on development and social services which i not essential, to
avoid regression. No further econoOLL<y in th.is direction is
possible.
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6. This :)roposal is open to objection on the grounds that
it favours an oil company in preference to all other interests,
public or private, so far' damaged by terrorism in Palestine.
I feel that thd singling out of a wealthy oil coTpany to be
the. first recipient of "'comp sensation" at the expense of the
Jewish community, would be represented, by those concerned
to make inti-Britis ; prop'-randa, as a demonstration of tho
underlying purposes fonr which Great Britain is in Palestine
and in general as an indication of the subservience of our
Palestine policy to s trategic interests and especially those
of Middle E ast oil. i',orcover, so fa r as I am aware, io other
private concern in Palestine. has been thus cormpensated for
damage caused by terrorist action. I put this objection to
the High Commissioner and sug tested, as an alternative, the
creation by the imposition of a tax on oil of a compensationi"
fund from which ex gratia payments might be m Lde to any
interest, public or private, injured by ter:corist action,
alt-ough I recognise that, from such a fund, a substantial
contribution would bo macc to the Shell Company. I Su g;IsYtud
that the regulations establishing such a fund mi;rht provide
that the receipts front ; rab sources should be devoted to thu
extension of social services and develoLent work in rab
areas. Such an arrange ent, which oul. not exclusively

favour oil interests, could be defended arrainst charg..s of

discrimination against the Jawish community, on the .'rouncdv h t

by their refusal fully to co-ope rate vith Governlmen"lt against
tCr.: orism, it was right and proper that they should contribu tU

to re medy part of the daliage which terrorism had caused. I

invite my colleagues to *ndorsO this proposal.
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Colonial Office, S.W.1.
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